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PAGE 01 STATE 071381 
ORIGIN EB-08 

INFO OCT-01 EUR- 1 2 ISO-OO TRSE-00 AID-05 CIAE-00 
COME-OO FRB-01 INR-10 NSAE-00 USIA-15 XMB-04 
OPIC-06 SP-02 OMB-01 /065 R 

DRAFTED BY EB/IFD/OMA:CHERVIN 
APPROVED BY EB/IFD/OMA:JAB WINDER 
EUR/WE:KSMITH 
TREASURY :PB RADLEY 
EUR/RPE:RGELBARD(INFO) 

068012 210554Z/11 

R 202137Z MAR 78 
FM SECSTATE WASHDC 
TO AMEMBASSY PARIS 

UNCLAS STATE 071381 

US OECD 

E.O. 11652:N/A 
TAGS: EFIN, PO 

SUBJECT: FINANCIAL ASSISTANCE FOR PORTUGAL 

U.S. AND BANK OF PORTUGAL SIGNED AGREEMENT ON $300 MILLION 
LOAN ON MARCH 1 . LOAN HAS FOLLOWING CHARACTERISTICS: 

MECHANISM - BALANCE OF PAYMENTS LOAN FROM THE U.S. 

GOVERNMENT USING APPROPRIATED FUNDS; TERMS - LOAN WILL HAVE 
A MATURITY OF TEN YEARS INCLUDING A THREE- YEAR GRACE PERIOD 
FOR REPAYMENT OF PRINCIPAL. INTEREST IS AT THE COST OF 
TEN- YEAR MO;EY TO THE U.S. TREASURY. SET AT 8.15 PERCENT; 

PROCUREMENT PROVISIONS - LOAN IS COMPLETELY UNTIED. THERE 
WILL BE TWO DISBURSEMENTS. THE FIRST DISBURSEMENT FOR $200 
MILLION IS CONDITIONED UPON RECEIPT OF A LETTER FROM THE 
IMF MANAGING DIRECTOR INDICATING THAT NEGOTIATIONS REGARD- 
UNCLASSIFIED 
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ING DRAWDOWN UNDER THE SECOND IMF CREDIT TRANCHE FOR 
PORTUGAL ARE PROCEEDING IN GOOD FAITH. THE SECOND DIS 
BURSEMENT FOR $100 MILLION IS CONDITIONED ON A DECISION BY 
THE EXECUTIVE BOARD OF THE IMF APPROVING A SECOND CREDIT 
TRANCHE STANDBY ARRANGEMENT FOR PORTUGAL AND WILL BE MADE 
1 20 DAYS AFTER THIS CONDITION IS MET. VANCE 
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